LOAN INSURANCE AUTHORIZATION FOR 
LAND CONSERVATION AND IMPROVEMENT 


HEARING 
COMMITTEE ON BANKING AND CURRENCY 
HOUSE OF REPRESENTATIVES 
EIGHTY-THIRD CONGRESS 


H. R. 3065 


A GILL Sto AMEND SECTION 2 OF THE NATIONAL HOUSING 
- AGL TOLAU THORIZE INSURANCE OF LOANS AND ADVANCES 
<. oe REDIT MADE FOR THE PURPOSE OF IMPROVING SOIL 
FERTILLFY, CONSERVATION, AND LAND IMPROVEMENT 


FEBRUARY 24, 1953 


Printed for the use of the Committee on Banking and Currency 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 


= FIRST SESSION 
op 
ON 
& 
| 
BUS 


COMMITTEE ON BANKING AND CURRENCY 
JESSE P. WOLCOTT, Michigan, Chairman 


RALPH A. GAMBLE, New York BRENT SPENCE, Kentucky 

HENRY O. TALLE, Iowa PAUL BROWN, Georgia 

CLARENCE E. KILBURN, New York WRIGHT PATMAN, Texas 

MERLIN HULL, Wisconsin ALBERT RAINS, Alabama 

GORDON L. McDONOUGH, California ABRAHAM J. MULTER, New York 
WILLIAM B. WIDNALL, New Jersey CHARLES B. DEANE, North Carolina 
JACKSON E. BETTS, Ohio GEORGE D. O'BRIEN, Michigan 
WESLEY A. D’EWART, Montana HUGH J. ADDONIZIO, New Jersey 
MYRON V. GEORGE, Kansas ISIDORE DOLLINGER, New York 
WALTER M. MUMMA, Pennsylvania RICHARD BOLLING, Missouri 
WILLIAM E. McVEY, Illinois WILLIAM A, BARRETT, Pennsylvania 
D. BAILEY MERRILL, Indiana WAYNE L. HAYS, Ohio 

CHARLES G. OAKMAN, Michigan BARRATT O’HARA, Illinois 


EDGAR W. HIESTAND, California 
DOUGLAS R. STRINGFELLOW, Utah 


J. HALLAHAN, Clerk 
ORMAN 8, Fink, Professional Staff 
JouN E. BARRIERE, Professional Staff 


II 


CONTENTS 


Page 
H. R. 3065, a bill to amend section 2 of the National Housing Aet to 
authorize insurance of loans and advances of credit made for the pur- 
pose of improving soil fertility, conservation, and land improvement l 
Statement of — 
saker, John A., representing the Nationa! Farmers Uniort 30 
Cole, Hon. William C., a Representative in Congress from the State 
of Missouri_— 2 
Murray, Marion D., farm representative, Chillicothe State Bank, 
Chillicothe, Ohio : 9 
Sanders, J. T., legislative counsel, National Grange 2 
Turner, Lloyd, Chillicothe, Ohio 27 
Wiefield, Ralph, farmer, Livingston County, Mo 24 
Woolley, Frank, legislative counsel, American Farm Bureau Federa- 
tion 28 


LOAN INSURANCE AUTHORIZATION FOR LAND 
CONSERVATION AND IMPROVEMENT 


TUESDAY, FEBRUARY 24, 1953 


Houst or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to call, the Honorable 
Jesse P. Wolcott (chairman), presiding. 

Present: Messrs. Wolcott, Talle, Kilburn, McDonough, Betts, 
D’Ewart, George, Mumma, McVey, Oakman, Hiestand, Stringfellow, 
Brown, Patman, Rains, Multer, Bolling, Hays, and O'Hara. 

The CHarrMan. The committee will be in order. 

We are taking up this morning H. R. 3065. 

(The bill referred to is as follows:) 


{H. R. 3065, 83d Cong., Ist sess.] 


A BILL To amend section 2 of the National Housing Act to authorize insurance of loans and advances of 
credit made for the purpose of improving soil fertility, conservation, and land improvement 


Be it enucted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) subsection (a) of section 2 of the National 
Housing Act, as amended (12 U.S. C., sec. 1703 \a)), is hereby amended— 

(1) By inserting after the first sentence thereof the following new sentence: 
“The Commissioner is also authorized and empowered, upon such terms and 
conditions as he may prescribe, to insure banks and other financial institu- 
tions which the Commissioner finds to be qualified by experience or facilities 
and approves as eligible for credit insurance, against losses which they may 
sustain as a result of loans and advances of credit, and purchases of obliga- 
tions representing loans and advances of credit, made by them prior to July 1, 
1955, for the purpose of improving soil fertility, conservation, and land 
improvement.” 

(2) By striking out ‘'$1,250,000,000” and inserting in lieu thereof 
**$6,250,000,000’’. 

(b) Subsection (b) of section 2 of the National Housing Act, as amended 
(12 U.S. C., see. 1703 (b)), is hereby amended— 

(1) By inserting after ‘$3,000” in clause (1) the following: “, or for the 
purpose of improving soil fertility, conservation, and land improvement 
exceeds $8,000 for any one farm or ranch’’. 

(2) By inserting “(A)” after “except that’’ in clause (2), and by inserting 
after “‘purposes’’ in such clause the following: *, and (B) if such loan, 
advance of credit, or purchase is for the purpose of improving soil fertility, 
conservation, and land improvement the maturity may be extended up to 
fifteen years’’. 


The CHarrmMan. Congressman Cole of Missouri and his group 
will be heard on this bill. This is a matter which was brought up in 
executive hearing the other day, when it was stated we would continue 
the hearings this morning, having in mind that after the hearing, 
if the committee desires to do so, we will consider the matter of 
presenting the bill as an amendment to House Joint Resolution 160 
which the committee reported out last week and will be on the floor 
tomorrow afternoon. 

Congressman Cole, you may proceed. 
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STATEMENT OF HON. WILLIAM C. COLE, OF MISSOURI 


* Mr. Core. Mr. Chairman and members of the committee, first I 
want to take this opportunity to thank the chairman and the mem- 
bers of the committee for being so kind as to schedule hearings of the 
committee on my proposed amendment to the National Housing Act. 
My constituents and I appreciate it very much. [ have with me 
five men from Livingston County that would like to give testimony 
regarding this proposed amendment. 

“May i say to the committee that, since the arrival of my constitu- 
ents from Livingston County, we have discussed H. R. 3065, and we 
would be delighted if the committee would adopt only section 1, giv- 
ing authority to make loans pertaining to soil conservation and fer- 
tilization, and disregard section 2 and the subsections thereof, in order 
that the program proposed may be given a trial within the present 
limits of the National Housing Act. 

Il believe that a trial within those limits will prove that it is some- 
thing much desired by the farmers of the United States. 

Now may I present to the committee Mr. J. ‘tT. Sanders, of the 
National Grange, D.C. Mr. Sanders. 

The CuairmMan. Mr. Sanders is recognized. We are glad to have 
you back with us, Mr. Sande Ts. 


STATEMENT OF J. T. SANDERS ON BEHALF OF THE NATIONAL 
GRANGE, WASHINGTON, D. C. 


Mr. Sanpers. Mr. Chairman and members of the committee, my 
name is J, T. Sanders, I am the legislative counsel of the National 
Grange. 

I must confess, Mr. Chairman and members of the committee, that 
I have not had very much time to prepare for this testimony, and 
under the circumstances, [ may not make quite as good a witness as 
IT would otherwise, but I will do my best to present the views of the 
Grange on the proposal before the committee. 

Before I undertake to appraise the specific measure before the 
committee, | would like to give vou our position with regard to soil 
conservation in general. 

As we view it, soil conservation has four aspects that are very 
significant in complete and sound conservation work so far as the 
American farmer is coneerned, and the Nation as a whole. 

First, it is of great interest, immediately, to the individual farm 
operetor. He is losing his soil, the fertility of his soil is decliniag, 
and definitely, during his lifetime, it means loss if he does not check 
the enormous erosion that is going on on his farm, and this holds true 
for most farms in the United States. 

So he has an immediate interest in soil-conservation work. 

He also has a long-time interest, in that he should have an interest 
in preserving his land for his children, and for years to come, so far as 
his own use is concerned. 

In long-time interest, a man just naturally discounts values that he 
expects to receive in future years, and the discount becomes heavier 
and heavier as the prospective income recedes more in the distant 
future. 
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Now, besides this, we have a great public interest in soil-conserva- 
tion service. The public interest is both immediate and long-term. 

From the standpoint of immediate interest the public is greatly 
interested in soil conservation on farms, due to the fact that a lot of 
damage can be prevented in watersheds below farms if proper soil- 
conservation work is done on the upper stretches of streams. 

We saw that only just this past vear in the tremendously damaging 
Kansas City and Missouri flood. Had we had the watershed covered 
by adequate soil-conservation work on all the farms above the damaged 
area on the Missouri River and its tributaries, we most certainly 
would have greatly reduced the tremendous damage that was done 
last year in that almost unprecedented flood. 

So, the general public has a tremendous immediate interest in this 
job that we have ahead of us. 

It also has a long-term interest, because the strength, the welfare, 
and the perpetuity itself of our Nation depends on wisdom now in 
preserving the great resources in our soil, which, by the way, are 
without doubt the world’s greatest soil resources. Russia’s cannot pos- 
sibly compare to the great productive resources of our soils, because 
her soils are far north, and do not have the great productive power 
that ours has. 

For example, Russia’s wheat yields are only about two-thirds as 
great as our average yield, and the fluctuation in their yield is more 
than twice our fluctuation. That means that we have more reliable 
productivity from our soil. So, we as a nation, are very careless with 
the long-term interest that these things involve, and we have these 
four aspects of soil-conservation work that we should always keep in 
mind in trying to institute any measure that would help the situation. 

This means only one thing, that soil conservation is not a simple 
problem, but is an extremely complex problem. It involves not only 
all of the problems of managing a farm and making a profit from the 
use of the land, but it also involves preserving the productivity of that 
land as best the operator can for his present use, and for future use, 
and it involves the welfare of the Nation and the the watershed itself 
and, therefore, this problem that we are dealing with is an extremely 
complex problem and one that requires over-all watershed planning. 

Mr. Paiman. Mr. Chairman, I appreciate the fine remarks the 
gentleman is making, but we are all sold on soil conservation; L would 
like to know something about this particular plan. Don’t you think 
that would be appropriate? 

The CHarrMan. I assumed Mr. Sanders was coming to that and 
was just stating what he is saying now for background purposes. 

Mr. SanpeErs. That is correct, Mr. Chairman. What | was trying 
to present is that this problem before us involves over-all planning as 
well as individual farm planning. We do not believe that this par- 
ticular bill can solve the soil-conservation problem, but it can solve a 
most important part of it, as I see it. 

It, as I see it, would be based largely on the immediate interest of 
the operator, and his interest in the next several years ahead of him, 
say 8 or 10 years, depending on what term the loans would be advanced 
for. 

This measure, it seems to us, brings in a decidedly important ele- 
ment in doing constructive soil-conservation work. It proposes to 
extend the interest out into the community, and into the position 
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where the banker himself can become very much interested in the soil 
conservation in the community which he serves. 

Mr. Rains. Of course in reality it means the Government would 
protect the banker. He would not have any risk at all, would he? 

Mr. Sanpers. Only to the extent of 10 percent of the loan, as I 
understand it, 

Mr. Rains. That is right. 

Mr. Sanpers. That certainly is not protecting him fully. It is a 
joint interest that we are introducing here. 

Mr. Rains. Of course that is not 10 percent of each loan. That 
is ten percent of the losses in his portfolio, is it not? 

Mr. Sanpers. Yes, that is correct. 

So we believe, Mr. Chairman, that this measure is a very important 
step in the right direction in interesting the community itself, the 
business in the community, in the sound development of soil conserva- 
tion in the community, and in giving the farmer himself a more ready 
means of doing this soil-conservation work, which he realizes he should 
do. 
In other words, it is a means of speeding up a job that should be 
speeded up, and it seems to me that it is doing it in a reasonably sound 
method and, therefore, is something that we should approve. 

Mr. Kinpurn. It is not 10 percent of the losses. It is 10 percent 
of the total loans. If 10 percent of the total loans you make are 
losses, you are entirely covered. 

Mr. Muurer. And in practice it works out as 100 percent pro- 
tection. 

Mr. Kinspurn. That is right. 

Mr. Sanpers. I believe, Mr. Chairman, that that is about all I 
care to say, except for one other point: It does use, in a very sound 
way, the soil technician, to determine the validity and the soundness of 
soil-conserving measures, and if you team up the soil technician and 
the banker and the farmer, in performing this service, and in check- 
ing on the soundness of the measure, plus the individual farmer’s own 
judgment as to whether these measures will pay out, it seems to me 
that you have reduced a very complex job, so far as the immediate 
interest of the farmer is concerned, to a very sound basis of analysis 
and development. 

Mr. Kivsurn. Are not these loans now made by production credit? 

Mr. Sanpers. They are made by Federal Housing, as 1 understand 

Mr. D’Ewarr. Mr. Chairman, the Production Credit Associations 
make livestock loans, feed loans, and crop loans, but only indirectly 
can those kinds of loans be used. 

But I would like to develop this thing a little bit. I am not con- 
vinced of the need for this type of legislation. 

First, there are available to the farmer his own resources for doing 
this kind of soil conservation. 

Second, there are available to him private loaning institutions in 
every county for this kind of loan. 

Third, there is the Farm Credit Administration which is available 
to him for doing this kind of work, through at least one agency, the 
land bank, which can make a loan on his farm, part of which could 
be used for conservation practices. 


it 
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Fourth, the Farmers’ Home Administration can make water-facility 
loans and similar loans for soil-conservation practices. 

Next, the Soil Conservation Service makes payments for these 
practices, in order to help in this work. 

Next, we have in the Congress at the present time the Poage bill, 
which proposes to make grants for this particular kind of work. 

We have in the Interior and Insular Affairs Committee a bill known 
as the small-projects bill which would advance money for this kind 
of work. 

And, lastly, this would be the most expensive kind of money at all 
for a farmer to get, in order to do this kind of work. 

Now, I would like to know why, in view of all the other resources 
that are open to a farmer who wants to do some soil-conservation 
work—and | am as much for it as anybody in the room—why do we 
need to make an expensive type of loan available in a field already so 
adequately covered. 

Mr. Coty. Will the gentleman yield? I believe that Mr. Murray 
and Mr. Simmer will answer the gentleman's questions when they 
are privileged to testify. 

Mr. Parman. I would like to ask a question. 

Mr. Hays. I would like to ask a question of Mr. D’Ewart. 

Do you have any assurance that these soil-conservation payments 
are going to continue? I read in the newspapers that they are going 
to be discontinued. That is one of the things that you say—and | 
agree with you—that is available at the moment. 

Mr. D’Ewart. I have no assurance that they will be available, and 
neither have any assurance that the Poage bill will be passed. But the 
other types of credit are available. 

Mr. Parman. Will the gentleman suggest ways for the farmers to 
get this help without going into debt? 

Mr. D’Ewarr. No; not entirely. 

Mr. Parman. Well, they do not have to go into debt for those 
grants, do they? 

Mr. D’Ewarr. Under the Poage bill they would not have to go into 
debt. Neither do they have to go into debt for the soil-conservation 
payments. 

Mr. Parman. That is right. It occurs to me that the farmers 
should be the last ones to want to come in on an interest rate that 
is almost usurious—9.7 percent interest, you know that is just border- 
ing on usury, and is only justified by a reasonable emergency. 

Mr. Coir. Will the gentleman yield? 

Mr. Parman. I yield. 

Mr. Coie. Under the plan proposed by my constituents, the interest 
rate would amount to 5 percent simple interest, and not——— 

Mr. Parman. I thought you wanted to bring them under this 
particular provision, title I. 

Mr. Cour. As I understand it, the interest rate under loans now 
provided for is established by regulations and not by the law. It is 
proposed by our group that the interest rate in these particular types 
of loans amount to, all told, not more than 5 percent, simple interest. 

Mr. PatmMan. That is what we are told in title I, section 2: That the 
interest rate if 5 percent, but it is 5 percent which is deducted at the 
beginning, which in effect makes it 9.7. 
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Mr. Covr. That is not the proposition here, Mr. Patman. We 
propose to pay only 1 percent to the Department for deposit in their 
insurance fund to insure against losses on loans that they make. The 
banks will get only 4-percent interest. 

Mr. Parman. If the banks are reluctant to even make these 9.7- 
percent loans to home owners who have good jobs, what assurance is 
there that they will make a loan like that to a farmer? 

Mr. Tauxie (presiding). | think, in the interest of expediting the 
hearings, it would be well for me to state who the witnesses are who 
are to tollow Mr. Sanders. 

There is Mr. Marion Murray, farm representative, Chillicothe 
State Bank, Chillicothe, Mo. Undoubtedly he will be able to answer 
some of the questions regarding the interest rate. 

Then Mr. Leonard Simmer, president, Chillicothe State Bank, 
Chillicothe, Mo. 

Mr. Ralph Wigfield and Mr. Lewis Hoerr, president of the Living- 
ston County Farm Bureau; Mr. Llovd Turner, business manager, 
Chillicothe, Mo.; Mr. Frank Woolley, legislative counsel, American 
Farm Bureau Federation. 

If we move along as rapidly as practicable, we can hear more wit- 
nesses and probably we can get some of these questions answered 
more easily and probably more satisfactorily. 

Mr. Parman. Mr. Chairman, there are two things I would like to 
know. How this bill would affect the President’s program, and, 
secondly, about the interest rate. 

Mr. Sanpers. Mr. Chairman; may I just answer some of the 
questions raised over here by Mr. D’Ewart? 

It seems to me that the land bank cannot perform this service, the 
service that I am thinking of, because land bank loans are for long-term 
farm purchase or construction of buildings, and more permanent 
tvpes of physical improvements. 

This is a service that the land bank is not at all equipped to perform, 
as far as that is concerned. 

The Soil Conservation Service does not lend money itself, but there 
are Production Marketing Administration payments that are mixed 
up with other things, other than soil-conservation service, which we 
believe should be discontinued, and that such payments as are made 
in PMA at the present time, for permanent long-term conservation 
work, should be transferred across to SCS, and those should be made 
largely in the form of grants due to public benefit out of soil-conserva- 
tion work, rather than as private benefit. 

Now, the Farmers’ Home Administration, it is true, probably could 
make loans of this kind, but they can touch only a very very few farms, 
relatively, and only those that are in a certain category. 

You cannot take an established farm, where a man has his debt 
largely paid out, and give him any advantage out of Farmers’ Home 
Administration. 

So, it seems to me that these measures which vou have mentioned 
do not perform the service provided for in this bill. Now, I may be 
wrong in that, and certainly I have not studied it as other witnesses 
here have. If 1 understand the principles of the bill correctly, it 
seems to me that it does perform a very useful service. 

Mr. Hays. Mr. Chairman, if 1 may say, this is a question that I 
think is bothering most of the committee, or a great number of them— 
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it certainly is bothering me—-I do not think vou are going to find a 
very substantial number of banks that are going to loan any money 
under this, because at the present time the banks in my State will not 
touch FHA if they can get away from it; and I am sure, if you are 
going to loan under 5 percent, which | think incidentally is a good 
thing, that they won’t even talk to a farmer. 

Mr. Sanpers. That question I cannot euswer. 1 would prefer to 
leave that to other witnesses. 

Mr. Hays. | think that is where the crux of the matter lies. No- 
body argues that we do not need soil conservation. | may differ with 
you about vour statements about PMA and so on. | happen to be a 
farm operator, and | know some of these problems, and I also know the 
jreblem of getting money from a banker; and | know that, if vou are 
going to cut the interest rate down to a decent rate, many banks are 
not going to have anything to do with it, because many of them »re 
out to make big money and pay big salaries to the directors end big 
dividends to the stockholders, and they are not as interested in coim- 
munity service as they used to be when they were established. 

Mr. Sanpers. I cannot answer that, 

Mr. Hays. Well, I can answer that. 

Mr. Sanpexs. However, | rather question that myself. 1 question 
that that is true of all bankers. I know some country bankers. 

Mr. Hays. Well, that is a broad statement, but it is true about a 
substantial number of them. You cannot get an FHA loan; you 
cannot get a veterans’ insured loan. They say they do not want any 
part of the Government loans at the interest rate they charge. 

Mr. Sanpers. | cannot answer that. I would have to leave that 
to Witnesses who know more about it than I do. 

I believe, Mr. Chairman, if that is all, that is about all I think I can 
contribute. 

Mr. Tarire. Mr. Multer has some questions. 

Mir. Muurer. Under title 1, we have been making loans on improved 
real estate. Most of it has been dwellings, and some farm buildings. 
The amount of the loan is limited to $3, 000, and the period is 3 vears. 

In the light of that, how can vou justify making a loan for $8,000 
and to have it run for 15 years where the money with which the loan 
will be paid back must be pacing out of the land, and if the farmer 
stops working the land, there will be no income coming from that land? 

Mr. Sanpers. I would say that the very fact that there is here a 
measure that the farmer must see clearly that he can earn enough 
money from his conservation work to pay for the debt that he is 

incurring will stimulate the building of only those things that are 
clearly profitable, and which he can be convinced will clearly yield him 
a good income. 

I do not think that this will inspire the kind of soil-conservation 
work that will be complete, you might sav—namely, that the measures 
that have a long-time-servi ice viewpoint as well as an immediate- 
service viewpoint—but I do believe that it will cause the farmer and 
the banker and the technician to seleet those measures that will pay 
well and get us started on those measures that really will pay imme- 
diately in soil conservation. 

And I think, in that sense, this measure would be a very useful 
supplement to a general well-rounded soil-conservation program for 
the watershed as a whole. 
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I believe it would perform that service, due to the fact that the 
banker, the technician, and the farmer would select measures from 
which they could clearly see an income, an immediate income. 

Mr. Mu rer. That land will produce an income as long as the 
farmer works it. 

The farmer may decide he has made a mistake and move on to 
another farm, and the income ceases. 

Mr. Sanpers. That is another advantage of this. I don’t believe 
any sensible banker will go into a situation with a man—because the 
banker has some risk in this as well as the Government—who does 
not appear to be a reasonably sound risk, and unless he has a reasonable 
assurance that the loan will be repaid. 

In other words, it seems to me this measure introduces the skill and 
the knowledge and the planning of the banker, which is useful. 

Mr. Hays. What risk does the banker have? You say he has a 
risk in this. 

Mr. Sanpers. Well, he certainly has some risk in the loan. 

Mr. Hays. Yes; but, the way this is written up, he has no risk. It 
amounts to 100-percent insurance. 

Mr. Sanpers. Well—— 

Mr. Hays. It looks good when you read it, that he has a 10-pereent 
risk; but when you figure it out, over his whole portfolio, [ do not think 
he will have any. 

Mr. Sanpers. I will have to leave the answer to that to others who 
know the bill better than I do. 

Mr. Mutter. As a matter of fact, if the banker is reasonably 
certain of the repayment of the loan, he does not need the insurance. 
He should be making the loan now without insurance. 

Mr. Sanpers. Mr. Hays, may I ask you this question: Would you 
say that that holds true with the Federal Housing Administration loans 
also; that the banker has no risk whatever on the loan? 

Mr. Mutter. That is the way it has worked out in practice. 

Mr. Hays. It has worked out in practice that he has a negligible or 
practically no risk. Whatever loss there is, the Government sustains 
it. 

Mr. Mutrer. The hearings on this very House Joint Resolution 160 
show this very fact. Representatives of the agency so testified. 

Mr. Sanpers. I will have to leave that to the witnesses that know 
oe er business better than I and have studied the bill better 
than I. 

Mr. Hays. The thing I do not like about it—and I will be perfectly 
frank about it—they go to these bankers’ meetings and they get up 
and cry and scream about socialism and all sorts of things like that, 
but they want the Government to insure them absolutely on any 
type of loan where there is an element of risk. And that is not 
socialism; that is just good sound banking practice. 

But you go and try to get a loan from them on a good sound security, 
and if you don’t have somebody—well, as the saying goes, you either 
have to prove you don’t need it or you can’t get it. 

Mr. Sanpers. I would say the word “socialism” is used so promis- 
cuously and loosely. 
Mr. Hays. I agree with that. 
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Mr. Sanpers (continuing). That it doesn’t mean anything very 
much. I do not believe that the real technical term ‘socialism’ 
could be applied here. 

Mr. Hays. I say it is a sound idea. I won’t argue against that. 
I am for soil conservation, and I am for promoting in any way you 
can. If anybody can show me that this will promote it, 1 will be for it. 

Mr. Sanpers. Well, I would say this: I believe it will promote a 
certain type of soil conservation that pays, and pays well, and a great 
deal of soil conservation is of that type. It pays immediately to the 
operator. 

Mr. Hresranp. Have you made some estimate of the amount of 
overall insurance we would have to add in case this plan were put into 
effect? 

Mr. Sanpers. No, sir; I have not. I have not put enough study 
into the bill to answer questions of that kind. 

Mr. Tauuir. Mr. Sanders, the committee is always glad to have 
testimony from the National Grange. 

Mr. Sanpers. Thank you, sir. 

Mr. Tate. If you have finished, you may stand aside. 

We shall now hear Mr. Marion D. Murray, farm representative, 
Chillicothe State Bank, Chillicothe, Mo. 


STATEMENT OF MARION D. MURRAY, FARM REPRESENTATIVE, 
CHILLICOTHE STATE BANK, CHILLICOTHE, MO. 


Mr. Murray. Mr. Chairman, members of the committee, at the 
present time, financial institutions of the Nation have the authority 
to make insured loans to farmers under the provisions of the National 
Housing Act, title I program, for the purpose of constructing perma- 
nent-type farm-service buildings, such as barns, poultry houses, 
machine sheds, upright and trench silos, and others. 

The purpose of this proposed amendment under discussion this 
morning is to merely broaden the authority extended under the present 
act so as to give banks and other sources of private capital an oppor- 
tunity to assist farmers with improving and conserving the basic re- 
sources of our Nation and our soil. 

This proposed’ amendment does not require additional appropria- 
tions, but does outline a definite method whereby banks can help with 
our country’s soil-conservation efforts on a sound basis. 

Much has been said and done by the Congress on the problem of 
national soil conservation. Itssoundness is accepted and substantiated 
by vears of actual farmer experiences and volumes of accumulated data 
from our many agricultural experiment stations. It is a national prob- 
lem of interest to each segment of our economy. 

However, the actual job of putting soil fertility, conservation, and 
land improvement into operation on our farms falls squarely upon the 
shoulders of the landowner. 

If the job is ever to be done on time, so that national soil improve- 
ment exceeds soil deterioration, the man out on the farm must carry a 
large share of the load. 

armers are willing, and by and large have accepted the challenge 
during this past few years, using the tools necessary to do the job which 
were at their command. There are a few tools needed yet which 
should be made available for their use. 
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Proper types of credit for soil fertility conservation and land 
improvement are a necessary tool, and must fit the needs of farmers 
in various financial circumstances. 

The thinking behind this proposed legislation has its foundation and 
structure built around the proposition that we should help our 
American farmers and ranchers help themselves, compared to the 
philosophy of having a job done for them, which they can and want to 
do for themselves. 

The introduction of a complete and balanced soil improvement 
program on the individual farm or ranch involves setting up a plan of 
operation which includes a water management system, cropping and 
pasture, or range practices adapted to the soil of the particular farm or 
ranch, and a livestock program that lends itself to the svstem of crop 
and pasture production best suited to the land. 

This means an operating program that not only maintains but im- 
proves the soil fertility, and increases crop and livestock production. 

To inaugurate such a program involves a capital investment the 
size of which varies with conditions found on the individual farm. 

The substantial results in terms of increased income, which are 
shown by the records kept by many farm families who have adopted 
and apphed complete conservation programs in the past prove that 
such investments paid for themselves and thus provide a basis for the 
sound extension of credit to financing. 

Unfortunately, existing banking regulations do not recognize this 
fact, and many worthy farmers with mortgages on their farms, and 
perhaps a lien on their personal property, are unable to obtain the 
credit needed to move on this job as fast as they would like to. 

This problem, for him, is intensified by the fact that large invest- 
ments, and slowness to return a profit, are always necessary in the 
early vears of applying a conservation plan. 

For a lending institution contemplating the extension of soil fer- 
tility and conservation loans, under this proposed act, the first step is 
to be sure that a farm plan is submitted with the farmer's application. 
Preparation of the complete water management and soil improving 
plon, for an individual job, is a highly technical job. 

‘armers generally do not have the technical knowledge to do it for 
themselves, and must rely upon obtaining trained technical assistance 
from the outside. Such technical advice is available to all landowners 
in the counties of our country, from the Soil Conservation Service and 
Avricultural Extension Service. 

Some landowners use the services of professional farm management 
specialists. The services of these trained men will be available to the 
banks in providing an orderly check to see that the original conserva- 
tion program is being followed during the period that the loan is out- 
standing. 

An adequate soil improvement and conservation plan should detail 
the yields and total production that are to be expected as compared 
with the vields and production on the farm as was operated prior to 
the introduction of the new practices. 

Such a comparison provides the best means of demonstrating the 
benefits of conservation farming, enabling both farmer and lender to 
appraise the merits of the credit required to finance the necessary 

investment. 
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Generally speaking, such a comparison tends to minimize the 
advantage of the conservation program, because it assumes that yields 
under the old practices would be continued at a constant level. In 
actual practice, however, the tendency, as farms are generally operated, 
is for the productivity to decline unless positive measures are taken 
to maintain a long-time soil improvement program. 

Any proposal for advancing credit to farmers for specific purposes 
should be worked out on 2 basis that permits plenty of latitude for 
individual circumstances. This is particularly true of permanent 
soil improvement credit. Since the demand will range from the 
farmer who is out of debt, but who lacks the available cash to complete 
his conservation program, all the way up to the farmer we mentioned 
a moment ago, who has a real-estate and chattel debt on his shoulders, 
but who wishes the additional credit necessary to enable him to carry 
out a complete plan of conservetion operations. 

The disbursement schedule on a conservation loan should be 
determined by the amount needed to complete the werk as outlined 
in the soil conservation plan. Disbursements should be made over 
a period of years, as the individual jobs are completed. It is reeom- 
mended that the repaymert schedule be geared to the anticipated 
increased income resulting directly from the better farming practices 
adopted in the farm plan. 

This should enable a farm to repay the borrowed money for land 
improvement purposes, with income criginating directly from his own 
conservation expenditures. 

The income that would be produced by the farm under an ordinary 
plan of operation should therefore not be reduced by the repayment on 
his soil fertility conservation and land-improvement loan. 

The usual or average income from the farm would be left free for 
the farmer’s use in meeting the family living expenses, operating 
expenses, and the principal and interest payments on his farm mort- 
gage loan. 

As the conservation plan develops and as progress is being made, 
some credit will likely be needed for the purpose of increasing live- 
stock holdings to keep livestock production in step with tmereased 
crop and pasture production. This type of credit can be obtained 
from his bank through the usual chattel mortgage procedures. 

There are some areas in many communities where soil depletion is 
so far advanced that it may not offer an economically sound rehabili- 
tation prospect for the individual farmer. In making conservation 
loans under the provisions of this proposed act, bankers and other 
lenders must be alert to such situations and not attempt to finance 
a program that in the beginning offers an economic impossibility for 
the prospective borrower. 

The lending institution’s best protection against becoming invelved 
in such a program is adhering to the requirements that a sound land- 
improvement plan be prepared for the farm by a competent technical 
agricultural technician. 

This approach will provide a bank with necessary protection against 
making advances of credit for unworkable agricultural projects, 

The effects of drought are going to be lessened on a farm in a high 
state of fertilitv, and where erosion is under control. We will always 
have droughts and floods and during times of stress, under such dis- 
asters, farmers rebuilding their land, and utilizing credit from their 
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local bank under the provisions of this proposed legislation, should be 
granted relief from principal and interest payments if necessary. 

It is also recommended that the interest rate which may be charged 
by the lending institution, under the provisions of this act, shall not 
exceed a simple 5 percent per annum on the unpaid balance of the 
conservation loan, and the principal and interest to be paid at least 
annually. 

Many farms are operated by tenant operators, and it is recom- 
mended that such farms be given an opportunity to participate with 
the signature of the landowner on the note for the soil fertility conser- 
vation and land-improvement loan. 

It is also recommended that if the farm or ranch which is being 
improved through a loan under the provisions of this act is sold or 
disposed of before the loan is fully repaid, that the unpaid balance 
shall become due and payable immediately, or, the unpaid balance of 
the conservation loan may be assumed by the new landowner, with 
the approval of the lending institution. 

If properly planned and serviced, soil fertility conservation and 
longtime land improvement loans offer a sound approach to extend 
credit to farmers. His farm is being improved in fertility and value 
at the same time the mortgage debt and conservation loans are being 
repaid. 

If this credit, too, was made available to the farmers, soil con- 
servation and land improvement in America will be speeded up, and 
the farm families of our Nation will pay for their own conservation 
work, thereby reducing the necessity for public expenditures for this 
purpose somewhat. 

They can and will use the credit facilities of the country banks, 
and keep our soil-conservation program on a hometown, courthouse- 
square basis, where it belongs. 

Farmers have always been an independent and self-reliant group, 
down through the years, in our country, and are still willing to help 
themselves if given the tools they need to do the job in our modern 
agriculture. 

Credit extended on the basis proposed by this bill would be a con- 
structive development from the standpoint of the borrower, the lender, 
the community and, most important, it will help the American farmer 
help himself do a job of vital importance to all of us. 

Mr. Tatitn. Mr. Murray, perhaps you will educate the committee 
on where Chillicothe is; how large it is, and whether it is a county 
seat, and so on. 

Mr. Murray. Chillicothe, Mo., is a town of approximately 9,000 
population, located 125 miles northeast of Kansas City, Mo. It is 
in an agricultural community, and the soil type is of glacial origin. 

A great percentage of the income of farmers in that area comes from 
livestock or livestock products. 

Mr. Tatte. Have you discussed the proposed plan with other 
bankers in the area? 

Mr. Murray. Yes, sir; we have discussed this program, this plan, 
with other bankers in the State. 

The chairman of the Missouri Bankers Association, agricultural 
committee, Mr. Les Harper of the Sturgeon State Bank, Sturgeon, Mo., 
and other bankers in Missouri, and their acceptance has been good. 
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Mr. Tatie. Do you have a further statement to make before you 
submit to questions? 

Mr. Murray. Yes, sir; I have. 

I would like to quote from a recent publication entitled ‘Obstacles 
to Conservation on Midwestern Farms,”’ published as North Central 
Region Publication No. 28, under the supervision of the Agricultural 
Experimental Stations of Illinois, Indiana, lowa, Kansas, Kentucky, 
Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, 
South Dakota, Wisconsin, and the United States Department of 
Agriculture, and the Foundation of Cooperatives: 


Funds for conservation work may be obtained from savings, inheritance, income, 
in excess of current family living and business requirements and through loans. 
A farmer who has a good basis for credit and a farm that is already in a fairly high 
state of productivity, usually has no difficulty in borrowing money to carry out a 
water control and soil-improvement plan. 

A complete development plan is always essential. It can be the basis for credit 
if borrowed funds are used. The money shoula be made available as needed to 
carry out each phase of the work. Payment schedules should be timed to the 
increase in income that will result from the improvement and changes in the 
system of farming, as we have discussed. 

In other words, credit that is tailored to conservation and soil improvement is 
needed. Customary lending processes have some important limitations. 

In the first place, loans for conservation purposes are sometimes denied because 
the productivity of the investment is not taken into account in establishing 
maximum lending limits in relation to an appraised value. 

For the Federal Land Banks this legal limit is 65 percent of the normal agri- 
cultural value of the farm. 

If a farm is appraised when it is low in productivity, there is no provision for 
raising the normal agricultural value and the amount loaned as improvements 
are made. The procedure followed at the present time makes it difficult to ob- 
tain funds for soil improvement programs where the present level of productivity 
is low. 

It is possible that loans will never be made on conservation measures as such. 
Credit is always extended to a farmer on the basis of his integrity, the financial 
progress he is making, his prospects of repaying the obligation on schedule, and 
the collateral he can offer as security, as well as the purpose for which the funds 
will be used. 

Experience has shown, however, that a considerable part of the productivity 
value of farms in average has been created by the treatment and improvements 
placed on the land. Under these conditions many loans that would be well 
within the fixed limit of productive value of the improvements made would be 
denied, because the value before the program was developed would not justify 
the loan. 

To overcome this difficulty a lending procedure is needed that takes into ac- 
count the productivity, the value of the farms after the necessary conservation 
improvements have been made. 

The major purpose of expenditures to improve and maintain soil productivity 
is to increase the long-run net income of the farmer’s business. Returns from 
these investments, however, cannot be expected to accrue in 1 or 2 years. A 
series of loans is needed for specific jobs, with repayment schedules as maturity 
dates geared to the increased income resulting from the new and larger enter- 
prise included in the revised system of farming. 

It should be kept in mind that a good farm plan or determination on the part 
of the operator to carry into effect are the most important factors in a program. 
Many farmers need to work out a complete schedule of improvements and changes 
in farm organization. A careful financial plan should be a part of the program. 
Much of the work can be done by the farmer and his family; as pointed out, 
funds to do the entire job at one time are not necessary. It is possible to meet all 
expenses out of increased income, but the work may be done more rapidly and 
profits begin to acerue earlier if funds can be made available to complete the 
program in a relatively short time. 

A farm plan with a time schedule for making improvements and for paying 
off obligations would bring order to a great many disorderly farm businesses. 
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Both the farmer and the lender would begin to think in terms of adequacy of 
fiscal planning, including area and productivity of land. 

Enterprises adapted to specifie grades of land, practices and enterprises, that 
are complementary to each other, financial resources required to establish and 
maintain a profitable farm basis and the amount of income needed to support 
the family and meet financial obligations. 

Such a plan would go a long way toward promoting a mutual understanding 
of conservation problems on the part of borrowers and lenders. It would help 
to overcome the obstacles of inadequate funds for conservation development 
during the early period, when expenditures often exceed the increased returns. 


This publication was issued in June 1952. 

That is all I have, Mr. Chairman. 

Mr. Tatur. Are there questions? 

Mr. McDonough. 

Mr. McDonoveu. Previous to the proposal to amend this bill, 
how did you finance soil conservation programs on the farms in 
your area? 

Mr. Murray. On the farmers that had an adequate financial 
statement, we could advance money on the basis of that financial 
statement. 

Mr. McDonoveau. And for what period of time were those loans 
granted? 

Mr. Murray. For a 6-month period. 

Mr. McDonovuau. And for varying amounts, depending on the 
program. 

How extensively would you go into the program before you loaned 
the money, to find out if it was going to be a good loan, a loan in 
which there would be no question of risk? 

Mr. Murray. We couldn’t go too heavy on a loan if it was going 
to be set up for a long period of time, based on the financial statement. 

Mr. McDonoveu. That is all. 

Mr. Mr. Multer. 

Mr. Mutter. What indications have the bankers had the farmers 
want this loan? 

What indication has your bank had that farmers want this type of 
loan? 

Mr. Murray. We held a meeting with the farmers of our county. 
We invited them to a meeting to ask them if they would be interested 
in loans of this type, and they gave wholehearted approval, and stated 
they would like legislation which would permit them to be able to take 
up with their home-town bank their financial needs for inaugurating 
a long-term conservation program, and borrowing the money on the 
basis of a reasonable interest rate, and a scheduled repayment proposi- 
tion that would be geared to the way the increased income was going 
to come from these better conservation practices. 

Mr. Mutter. You don’t need any legislation to make that kind of 
loan, or for them to obtain the loan. This legislation is to guarantee 
the loan. 

Mr. Murray. We can’t make long-term loans to farmers for con- 
servation if it is going to be stretched over a period of several years. 

Mr. Murer. You mean your local banking laws prohibit you from 
making that type of a loan? 

Mr. Murray. On the basis of financial estimate. 

Mr. Mutter. Does your local law prohibit you from doing that? 
Is your bank a national bank? 
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Mr. Murray. Well, the bank examiners criticize loans that are on 
the books too long, and 

Mr. Mutrer. Well, there is no legal impediment to making the 
loan, it is simply that the bank examiners don’t like to see you make it, 
and you, as good bankers, do like to make it. 

_Mr. Murray. The bank examiners criticize loans of that type. 

Mr. Mutter. As a good banker you think it is not good banking 
to make a long-term loan of this kind. 

Mr. Murray. Well, we don’t like to see a loan that runs too long, 
unless it is properly secured. 

Mr. Simmer. Mr. Chairman, my name is Leonard Simmer, and I 
would like to take over. 

Mr. Mutrer. Before you take over, let’s get one thing clarified 
from the last witness: 

I think vou referred to the fact that these loans would be made at 
simple interest? 

Mr. Murray. Yes, sir. 

Mr. Mutrer. Did you mention the rate? 

Mr. Murray. Five percent. 

Mr. Mutrer. What is the legal interest in your State? 

Mr. Muraay. Eight percent. 

Mr. Mutter. In my State it is 6 percent, in California it is 7 
po Do you think the bankers are going to lend the money at 
ess than the legal rate of interest? 

Mr. Simmer. | will tell vou what I think about it: That the farmers 
will have to educate a lot of bankers. This gentleman was absolutely 
right when he said that a lot of bankers wouldn’t do it unless they 
could get a big rate of interest. 

We feel that the money that will come in, in deposits, in our bank, 
by the improved agricultural practices in our community, will add 
sufficient deposits to our bank that we will make up losses for the low 
rate of interest. It will compensate us by the greater receipts from 
our depositors, by reason of them. 

Mr. Mutter. But you see, we are going directly contrary to the 
pressures now being exerted on this Congress, under the very loan 
programs now in existence, we are being pressured to increase the 
rate of interest and let them charge more than the interest they are 
charging on these guaranteed loans. 

Now you are coming in and saying that if we educate the bankers, 
why, you are going to be able to lend the money at lesser rate of 
interest. 

Mr. Simmer. This particular type of loan; yes, sir. 

Now, this gentleman here is right when he says the present rate is 
9 percent. Same interest. That is why we have recommended it. 
However, that is not in the title L law. The law doesn’t fix the rate 
of interest. Your administrator fixes the rate of interest. 

Mr. Hays. I realize that, but I am pointing out to you that there 
are a lot of wonderful theories in the world, but they don’t always 
work out that way in practice. 

I was pointing out to you how it worked out in practice. 

Mr. Stuer. That is right, but your administrator sets the rate, 
and the practice. Not the bankers. 

Mr. Hays. We always maintain that Congress makes good laws, 
and if they turn out bad, it is bad administration. 
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Mr. Murray. On the question of interest, before you leave it, 
would you go along with writing into this amendment a provision that 
interest shall not exceed simple interest of 5 percent? 

I would like to have it written that way. I certainly would like to 
have it written that way. I am speaking for myself. I can’t speak 
for all the bankers. But I think most of the bankers realize. that it 
would help their bank, help their community, to have this thing done, 
so that, where the farmer is today struggling along on a poor farm, if 
that farm could be improved, he would be a better citizen, a better 
farmer, a better customer of the bank, and a better customer of the 
community. 

Now, how did we happen to get into it? I want to bring you up on 
how we happened to do this: 

We have been conservation conscious in our bank, because we believe 
in it with all our hearts. So we decided that we were going to make 
loans to our customers, as far as we could, and as many as we could, on 
a low rate of interest. So we ran an ad, a full page ad. I heard a 
banker say the other day, “There is no demand for it.’”’ I believe you 
said so, Mr. Hays. I dare your banker to run an ad like this and find 
out how much of a demand there is for such a measure. 

Mr. Hays. Justa minute. I don’t think there was no demand for it. 

Mr. Simmer. I believe you said there was no demand for it. 

Mr. Murray. He said the banks won’t make the loan. 

Mr. Hays. I said the banks won’t do it. I didn’t say there was no 
demand. 

Mr. Murray. I came from the Farm Institute, and heard a banker 
there say that in his community there was no demand for that type of 
loan. I happen to know of his bank, and I happen to know that he 
has less loans than any other bank perhaps i in the same size community 
in the State of Iowa, because I was a banker in Iowa, and we are 
familiar with the banks in Iowa. 

He said there was not a demand for the loans, and I would dare him 
to run an ad like this, so that the farmers could see that he would make 
those loans. 

Mr. Hays. I would like to see banks do it. But it seems many of 
them are only interested in short-term, high-interest, quick money- 
making loans, so the bank can make more money and they can pay 
themselves bonuses, and fancy salaries, and so on and so forth. 

Mr. Murray. I amsorry to say that you are right; so right, in many 
cages, but I will tell you there are a lot of bankers who would like to 
relp. 

Now, this gentleman over here, Mr. D’Ewart, says there are plenty 
of methods now. I want to say to you that we cannot loan on this, 
and get by our bank examiners. 

I want to say to vou that the Farm Home Loan Administration 
cannot make a loan of this type to one of my bank customers. Why? 
Because you here have limited them to the type of a borrower who has 
no credit ina bank. He can’t come to my bank and get credit because 
he has no financial statement; he has no collateral to put up. I can’t 
loan to him and stay in the banking business. 

Mr. D’Ewart. Correct, but the Farmers’ Home Administration 
takes care of the man without credit, andy you take care of the man with 
credit, with this type of loan. 
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Mr. Murray. I believe it was brought out the other day that if 
he had $500 they couldn’t loan him. The gentleman refused to be 
pinned down to the $500, but it was brought out. 

I want to say that I have no quarrel with the Farmers’ Home 
Administration. I have a warm spot in my heart for them, for the 
reason that I have in my bank today many customers that would not 
be there today as customers of my-bank if they hadn’t gotten the 
opportunity under the Farmers’ Home Administration. So I am 
not trying to reflect on that group; but I want to say, if they can 
handle him, I can’t. 

Mr. D’Ewarr. That is correct. 

Mr. Murray. And they have the power today, in their group, 
to do the thing that I am asking be done for my customers; for the 
customers of my bank who can’t make a fair statement. I have a 
gentleman here who has 1,300 acres of land. But he can’t come in and 
get this, only on a 6-month basis, and let me escape the criticisms of 
the bank examiners, of the FDIC, and the State department of 
banking. 

So, all we are asking, as bankers, is that we be permitted to do the 
thing that we would do today without this. I am saying to you that 
my bank would do it, if it weren’t for the fact that they would be 
thrown out of my bank, and the directors be foreed to take the matter 
up. 

Mr. Hays. Maybe the remedy, then, is with the bank examiners. 

Mr. Murer. No; this law has been in effect 18 vears. Do you 
know how much, Congressman, there has been lost through this type 
of loan to the Government? 

Mr. Hays. Very little. 

Mr. Mutrer. That is right. Very little. 

Mr. Hays. I am for it. Don’t misunderstand me. I am for the 
FHA. I just want to develop this. 

Mr. Murray. | can go out today—and I have built, in the past 
3 months, 3 milk houses, for grade A setups, under the title 1 loan. 
You let me do that. You let me go out on a farm and help that 
farmer build a milk barn. You let me go out there and help him 
build a shed or a barn, so long as I don’t go over $3,000. 

Mr. McDonoveu. You mean we guarantee you against loss. 
That is what you mean. 

Mr. Murray. No; you don’t guarantee but 10 percent. 

Mr. MeDonoveu. Well 

Mr. Murray. Now, here, someone said a while ago—— 

Mr. MeDonovuau. Go ahead; I don’t want to interrupt your 
thought. 

Mr. Murray. All right. But you only guarantee 10 percent. 

Mr. Mutrer. Not 10 percent of each loan, but 10 percent of your 
aggregate portfolio. If you have loaned $100,000, you are guaranteed 
that you will not take more than a $10,000 loss, and the experience 
has been that that means it is 100 percent guaranteed. 

You can take it on the single loan and get reimbursed, or you can 
take it on all of your loans. 

Mr. Murray. But if I have only $10,000 in that pot I can’t 
get any more, and if I lose $20,000 it is the bank’s loss, not the 
Government’s. 
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Mr. Mutter. But nobody under this program has yet lost $20,000 
as against a $100,000 portfolio. 

Mr. Murray. But you come out in my State, in my county, through 
the ACP, and you hand out, give out, distribute $100,000 a year, you 
dribbled out to our people, in that county. 

Yet if you had put up $10,000 of a guaranty we could have loaned 
him $100,000. Yet $100,000, $8 million in Missouri, $175 million in 
the country, under your ACP program. 

Mr. Hiesranp. Mr. Chairman. 

Mr. Mr. Hiestand. 

Mr. Hiesranp. What in your judgment would be the average loan 
for the farmer, in amount? 

Mr. Murray. $3,000. 

Mr. Hrestanp. Not over $3,000? 

Mr. Murray. I don’t believe so. 

Mr. Hiestanp. That would be a pretty large loan. 

Mr. Srumer. Any farmer that was large enough—our agricultural 
representative here, Mr. Murray, put $8,000 in there, because he felt 
there were big rane hers, and those that would need more money. But 
I can take care of the average farm. It is the little fellow I can’t help. 

Mr. Hrestanp. You wouldn’t advocate more than 3-year payment 
on that loan; would you? 

Mr. Simmer. I would advocate seven. 

Mr. Hrestanp. Seven? 

Mr. Stmmer. Yes; because part of these programs, Congressman, 
would be to fill ditches, to do terracing, and the rest for fertilizer. 

We will take care of the poorest farmer in our county on fertilizer 
in our county today. 

Mr. Hrestanp. Mr. Simmer, of course, there the man would be 
paying an exorbitant fee if he takes that long a loan, because he pays 
$5 per hundred, in advance, and you know ae that figures up. In 
other words, if he signs a loan, say, for $14,000, if he wants to borrow 
$8 ,000—if he borrows it on an “ae basis, or a 15-year basis, as 
recommended. 

Mr. Stmmer. That is right. 

Mr. Hrestanp. So anything over 3 years, gets to be murderous. 

Mr. Simmer. I don’t understand how you figure that. 

Mr. Kirtpurn. What he means is he discounts it. The interest 
that you pay for the dollars, the number of days you have the number 
of dollars, doesn’t go up very much. In this program now it is about 
9.5 percent. 

If you made it 5 years instead of 3, it would be 9.58 percent, and 
if you made it for 7 years, it would be probably 9.63 percent. 

Mr. Hresranp. Can these farmers pay it out in 3 years? Isn’t it 
better judgment, as a banker, to get it out in 3 years? 

Mr. Simmer. It would be fine. But there is part of this program 
that is a long-term, advantageous program to the farmer. If you 
crowd him too much, he can’t. His fertilization, he would like to hold 
that down to a year; that is, the fertilization it takes for this year. 
The filling of ditches and reclaiming of a lot of land that is of no use 
today that we want to help him on, and give him a little longer time. 
Of course we bankers would like to get a shorter term, but we have to 
_ the farmer’s interest into consideration, and give him time to get 
that. 
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For instance, if he puts lime in it, he doesn’t get any results until 
next year. So the various soil practices, the putting back into the 
soil of the minerals that it needs, there that takes a long time for it 
to bring that profit back to him. So we figured, and I believe with 
all my heart, that 7 years, under the present law, on the remodeling of 
ber farm, or the remodeling of his house, would be sufficient to do the 

ob. 

Mr. Hresranp. Mr. Simmers, you made the statement that when 
it comes to filling in of the land you ought to have more time to do it. 
Don’t you think there is the cost of moving the equipment in to be 
considered, whereby if he wanted to borrow the money the cost per 
cubic yard would be a lot cheaper if he did it right away? 

Mr. Simmer. That is right. 

Mr. Hrestanp. That would be against what you said, though. 

Mr. Simmer. | am talking about what he gets out of it. 

Mr. Hiestanp. If | have a ditch on my farm, if I can get it filled 
in—which we are doing on our farm this winter, by the way—right 
away, we can put a crop on there next fall, or next summer. 

Mr. Srumer. If you were one of those farmers that already have a 
load that you are carrying, of a farm mortgage on that farm, and 
also on your chattels, you would like to have it on as easy payments 
as possible. 

Mr. Hiestanp. Well, it would have to be sound. 

Mr. Simmer. You are right; it would have to be sound. 

Mr. Hriesranp. The amount of money a fellow has is no indication 
of what he can do. It is a matter of being judicial and sound in his 
expenditures. 

Mr. Simmer. We are recommending this schedule of payments: 
First year, that he pay back 10 percent, of the loan. Second year, 
10 percent of the balance; third year, 15 percent, because he has that 
farm producing more and more. The minerals that he puts in there 
are starting to pay dividends. 

The third year 15 percent; the fourth year 20 percent; the fifth 
year 30 percent; the sixth year 40 percent, and the seventh year, 70 
percent. 

Mr. Higstranp. What do you mean by “minerals’’? 

Mr. Stmmer. Lime and potash. 

Mr. Hiestranpb. Lime and potash are two different things. 

Mr. Simmer. I realize, but you have to have those. 

Mr. Hiesranp. You said you would give only a year on chemical 
fertilizer, if you had your way. 

Mr. Simmer. No; 1 am giving a year on the fertilizer that gets their 
growth. 

Mr. Hiestanp. Potash is one of them. 

Mr. Stumer. Maybe so; I am not too familiar with those minerals; 
just what ones are the long-term. My soilman will answer that. 

Mr. Murray. Of course, there are a number of different elements 
that it takes to put a farm back into a high state of productivity. It 
takes calcium from lime; phosphate, potash, nitrogen, in some cases 
some of the minor elements, such as zinc, copper. But the first 4 or 
5 that I mentioned are the essential ones. 

Mr. Simmer. In our country we say “lime makes rich fathers and 
poor sons.” 
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Mr. Murray. That is true. 

Mr. Kitsurn. I would like to ask a question: 

This whole program was started back in 1934 to improve housing. 

Mr. Simmer. That is right. 

Mr. Kiteurn. And it is a housing program, and is confined to that, 
up to date. 

Mr. Simmer. That is right. 

Mr. Kiitpurn. What logical reason is there for taking a housing 
program and making it into a soil-conservation program? Aside from 
the one, of course, that everybody wants an easy loan? 

Mr. Stuer. I will tell you the reason from a bank standpoint: 
I have a fund, a reserve fund, built up, of $24,000, from the present 
urban loans and farm remodeling program loans. 

Now, then, if I add this program to it and make soil-conservation 
loans, I have that fund to start with; otherwise, I would have to 
start with nothing, except the 10 percent of each loan the Govern- 
ment put in, so as to come out, as one gentleman said, that we had to 
have 100-percent guaranty. That is why we are not criticized with 
that type of loan when the bank examiner walks into the bank. 

Mr. Kiipurn. I understand that, but I don’t see any logical point 
in including soil conservation under a housing program. 

Mr. Simmer. Why not? If you let me fix a farmer’s house, why 
not let me fix his soil? 

Mr. Kitspurn. Why not include financing on automobiles, then? 

Mr. Simmer. You have a different proposition, because the soil con- 
servation is a long-enduring proposition, which helps the farmer. It 
seems to me, really, Congressman, it makes more sense to fix his soil 
then it is to go out and fix his house first. 

Mr. Kripurn. Then put it in a separate bill. 

Mr. McDonovau. That, of course, is providing he has no other 
source to obtain the funds from. 

Now, isn’t there something in the Agricultural Code that provides 
for financing soil conservation? I know out in California we set up 
soil-conservation districts. The people who benefit from the Federal 
Government going in there and leveling that land and preventing 
erosion and all of those things are paid for by the people, according 
to the acreage they hold in the district. They are assessed for it, 
just like when you put an alley in a block, the people on the alley put 
in their portion of the assessment, or a street improvement, or a curb 
or sidewalk. It is something you are undoubtedly familiar with. 

Mr. Simmer. Yes, sir. 

Mr. McDonoven. Why can’t that be applied in this instance and 
let them go ahead and obtain the money from the FHA for the build- 
ing of their homes, but conserve their soil under the soil-conservation 
program of the Federal Government? 

Mr. Stumer. I don’t believe that you would get the job done for the 
reason your banks don’t enter into that program. 

Mr. McDonoveu. That is right; they don’t. 

Mr. Simmer. They don’t enter into that program in any way. And 
I will tell vou, and I think vou know, that the average farmer is not 
going to go the long way around, which would take vears to bring 
about, to get a soil-conservation district, and money from the Soil 
Conservation Service, in that manner, when he can walk into his 
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banker, who knows his problems, and in whom he has confidence, and 
get that loan today. 

Now, it is just a process of bringing this down to the farmer himself 
and his local community. 

Mr. McDonovuau. Does he have another source for the funds? 

Mr. Simmer. If he has, I don’t know. 

Mr. Hays. Will the gentleman yield? 

Mr. McDonouau. Yes, sir. 

Mr. Hays. What you say is true up to a point. That is, there are 
soil-conservation districts. Fine. They will come to your farm and 
help you draw up a plan and say, ‘‘You need to do this, and you need 
to put in a terrace and you need to make grass waterways, and fill in 
gullies, and so forth.” They will draw it all up and make you an aerial 
map of it, and tell you what to do, but they won’t tell you how to get 
the funds to do it. That is your problem. 

Mr. McDonoveu. Then, as a district, you then proceed to contract 
the work and assess yourself, 

Mr. Hays. No; vou don’t do it as a district. You do it as an indi- 
vidual on vour own farm. 

Mr. McDonoveu. We do it as a district out there, the farmers pay 
according to the number of acres that are improved in the area. 

Mr. Hays. You mean they come in under Federal law? 

Mr. McDonovau. It is now a nonprofit corporation. They go out 
into the community and order the work done, and assess themselves 
accordingly, to pav the cost. 

Mr. Hays. There is nothing like that in my State. 

Mr. Simmer. We had that in Iowa before | moved to Missouri, and 
that was done there, and of course, as vou know, many, many farmers 
lost their entire homes when the depression hit because of the great 
payments put on them by that drainage-district proposition. 

IT could safely say hundreds did. 

Now, if that fellow has his own little job, on his own little farm, and 
he can come to his banker, and I have a plan whereby I can say, “‘! 
will make you that loan, because I can insure it, and the Government 
will stand 10 percent of it, and we can make that loan and give you 3 
or 7 years to repay’’—-whatever you gentlemen see fit—it isn’t the big 
farmer. We can help him. We can make him a 6-month note and 
extend it and extend the loan and go along, and he understands it. 

But it is the boy who comes in who hasn’t anything. He is too 
good to go to your Farmers’ Home Administration. He has too good 
credit to do that, so they can’t touch him. But he hasn’t enough 
credit so that I can give him the fertilization and soil improvements 
that he needs to do his job right now. 

That is the man we are out to help, and that is why we worked it 
out. I didn’t realize the need until we ran this ad. 

Mr. Mvutrer. What is the minimum size farm that will support a 
$3,000 loan of this type? 

Mr. Stumer. An 80-acre farm wil do it in our country. 

Mr. Hiestanp. How many responses did you get to your ad? 

Mr. Simmer. Well, I didn’t keep exact count, but I know one day 
we had 10 in, and overall I would say about 50 applicants came in to 
discuss how we could do it. 

Mr. Mv rer. You said an 80-acre farm? 
Mr. Simmer. Yes, sir. 
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Mr. Mutrer. What is the value of that farmland today? 

Mr. Simmer. That in our country would be about anywhere from 
$150 an acre—there are some poorer than that; there are some $100- 
per-acre farms—on up to $200 an acre. 

Mr. Murer. Is the average 80-acre farm in your State carrying a 
mortgage today? 

Mr. Simuer. More of them are than are not. 

Mr. Muvrer. Well, then, doesn’t that solve the problem? 

Mr. Hresranp. He said more are than not. 

Mr. Mumma. Mr. Simmer, what is the value, roughly, of the 
buildings on an 80-acre farm, worth $150 an acre? 

Mr. Simmer. If they had to be replaced today, it would be a good 
deal more than the value of the land. 

Mr. Mumma. In other words, the buildings are worth a lot more 
than $12,000. 

Mr. Simver. Well, | wouldn’t say the average are, because they 
are old. So many of the buildings on our farms are old. 

| have here two farmers, one president of the Farm Bureau in our 
country, and the other gentleman is a large operator, and I would like 
to have you ask them some questions. 

Mr. Berrs. I would like to ask one more question: Did you testify 
as to the number of these loans your bank carries now? 

Mr. Simmer. The number that we have now? Conservation loans? 

Mr. Berrs. Yes, sir. 

Mr. Simmer. I don’t think we have over five. We can’t make 
them. 

Mr. Berrs. Are there any other banks in the community? 

Mr. Simmer. One other in our particular community. 

Mr. Berrs. Does it do this type of work? 

Mr. Simmer. I don’t think so. 

Mr. Berrs. You are the only bank in the community that makes 
loans of this type? 

Mr. Simmer. Well, I don’t want to testify as to whether they make 
any such loans or not. I am not familiar with it. I run my bank, 
and they run theirs. I just wouldn’t know. I imagine if a customer 
came in who had a good financial statement, no matter what he was 
going to do, | would make the loan. If he had a good statement, I 
know it would go by the examiners. 

The first thing we have to keep in our minds is whether the exam- 
iners are going to throw it out, and make us, as the stockholders and 
directors, carry the loan, which they would do in many eases like this, 
if a snall farmer came in and needed $3,000 to improve his farm. 

I don’t say that will do the whole job, but I say it will help us get 
it started, and when he gets that paid off, he can come back and we 
ean help him again. That is what your ACP program is doing: a little 
help at a time. 

Personally, I feel that the ACP program retards our soil-conserva- 
tion program because so many of the farmers won't do anything, 
except what the Government will help them on. And if he could 
get his loan so he could help himself, he would go ahead and do the 
whole job, as far as the money would go that we would be permitted 
to allow him to have, that is, under this type of legislation. 

Mr. MeDonovucu. Do you think it is necessary to increase the 
amount in the. present act by $5 billion to meet this? 
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Mr. Simmer. No; I don’t. 

Mr. McDonoveu. That is what the bill before us proposes. 

Mr. Simmer. I argued with my farm representative on that when 
he put it in. [said you wouldn't need that much. 

Mr. McDonover. How much would you need? 

Mr. Simmer. Let it go as it is and let’s try it out. Let’s have a 
trial run. 

Mr. MeDonovcu. Are you thinking only of Missouri, or the whole 
United States? 

Mr. Simmer. I am thinking of the whole United States. 

Mr. McDonoveu. Then how many other small farm areas in the 
other States—and that excludes many of the great wide open spaces 
in the West where the big ranches are—-how many small farm areas 
in Missouri heve expressed a desire to have this kind of legis'tation? 
That vou know about? 

Mr. Simmer. [ can't enswer that, but [ would say this: That if 
they had it, they would come nearer helping the tarmer. 

Mr. MceDonovau. If the need is great, they should be in’ here 
testifving. 

Mr. Simmer. Well, if the need isn’t great, why would all three of the 
farm organizations of the country reeommend such legislation? 
They ought to know. The Farm Bureau, in their convention in 
Seattle, this past summer, recommended an insured type of lean of 
this nature. They didn’t recommend this particular method, but 
they did recommend an insured loan. 

I wrote Mr. Patton, of the Farm Union, and asked his advice on 
it, and he sent me a speech he made only a month or so ago, in Okla- 
homa, wherein he expressed the peed for this very thing, and he 
underlined it and sent it to me, so that he could convey to me where 
the farm unions stood on this. 

And vou heard the member from the Grange this morning testify 
as to what he thought about it. 

Now, I can’t answer as to how many loans. Just as Mr. Hays 
says, I don't knew how many banks weuld take it. But I do believe 
that if we hed it, thet the farmers themselves would edueate the 
bankers. Tf they could suit the Chillicothe State Bank as doing this 
sort of thing, it would graduelly spread. But T ean't do tt, unless 
Tam given this type of legislation, and T ean’t see where the difference 
would be, to permit me to do the thing under title I. 

I wish vou could limit the rate, but since the Administretor fixes 
the rate of interest, vou can’t, ner | can’t, control that suit we 
would be satisfied with a 5 percent. 

Mr. Muirer. We can control it by writing it into the law as the 
maximum rate of interest. 

Mr. Simmer. You do it and we would be very happy. But as this 
gentleman says, there are a lot of banks thet would not do it, unless 
they caught the vision of what it would co to their benk deposits, 
by improving the soils im their community, and that is the vision 
that we have. 

We are sincere, that we think that if we exn help that farmer grow 
more products, he is going to put more money in our bank and from 
that point on it is a selfish mterest. We think he is going to spend 
more money in our community. We think the businessmen as a 
result will have more deposits in the bank. We think it is one of the 
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most healthy things that could be done in any community, to help 
them improve their soil. 

Mr. Mu rer. With relation to the value of an 80-acre farm, what 
is the amount, percentagewise, of the average mortgage carried by 
such a farm in your State? 

Mr. Simmer. I have not compiled, Congressman, any data on that, 
and I do not like to give it. 

Mr. Mutrer. Is there any legal limitation on the maximum per- 
centage of the loan that could be made? 

Mr. Simmer. Certainly. I cannot loan but 20 percent of my 
deposits. 

Mr. Mutrer. No, I mean, of the value. For instance, in New 
York State, a bank cannot loan more than 75 percent of the value of 
the property on which the loan is being made. Have you any such 
limitation in your State? 

Mr. Simmer. No such limitation, except what the examiners put 
on vou when they walk in your bank and find a loan of a greater 
amount than 50 or 60 percent. 

Mr. Muvrer. In other words, the average will run about 60 per- 
cent? 

Mr. Simmer. A little undey. 

Mr. Murer. The maximum would be 60 percent. 

Mr. Simmer. I believe so. That is for bank customers. Now your 
Farm Home Administration can loan a hundred percent, and they do. 

Mr. Mutrer. In vour State, even if the man walked in who had 
his farm mortgaged to the extent of 60 percent, and wanted a $300 
loan, to be used to improve it. 

Mr. Simmer. We would loan it. We think it increases the value 
of that farm. 

Mr. Murer. The farm increases in value and there is at least a 
40 percent equity behind that $300 loan to begin with. 

Mr. Simmer. That is right. I won’t take all the time here. 

Mr. Tauue. The next witness is Mr. Ralph Wigfield. 


STATEMENT OF RALPH WIGFIELD, FARMER, CHILLICOTHE, 
LIVINGSTON COUNTY, MO. 


Mr. Wicrretp. Mr. Chairman and gentlemen, I would just like to 
tell vou folks that I have started a program similar to what they are 
recommending here on my farm. 

1 operate and own 600 acres and lease about 750. 

Mr. Berrs. Do you represent a farm organization? 

Mr. Simmer. No, he represents himself, as a farmer. 

Mr. Wicrretp. As I told you, | operate 1,350 acres. 

Two years ago, I started renovating pasture land, and I spent $40 
an acre for seed and fertilizer on 70 acres, which is a good investment, 
and I increased the carrying capacity of livestock on that pasture three 
times, which is, I figure, good business. 

Then last spring, I fertilized cornland there, I spent $35 an acre on 
this land. Ordinarily, before, in past years, it had been raising about 
50 bushels an acre. Last year I got between 95 and 100 bushels off this 
same field. And of $35 an acre that I spent for fertilizer last year, I 
still have approximately 30 percent of that left in my land, as a carry- 
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over from last year, and I have the increased yield as my profit on 
that, and the amount of fertilizer left in the land . 

Last year, I spent between five and six thousand dollars for fertilizer 
on my crops, and it all paid well, in wheat, pasture, and corn. 

And this year, I have already started my program, by placing 
fertilizer on a pasture that I am going to renovate and take one crop 
of corn off, and then reseed it, and it cost me, on this 750 acres, 
$7,000 for fertilizer. 

I have already placed that on there. And here is the thing that 
ets me. All my loans are on a 6-month basis. In some year I am 
iable to hit a crop failure and it is liable to be a little embarrassing and 

I may have to mortgage my land to get the money off of it to make 
that up. 

So that is the reason that I am interested in getting this type of 
loan through, so that we can get this on a longer term basis. And I 
know the program so far is sound, because I have been trying the idea. 

Mr. Hays. How many years do you think this should be extended, 
the repayment schedule? 

Mr. Wicrteip. That will depend on the average farmer. 

Mr. Hays. I am talking about your case. What would you like? 

Mr. WieFreLp. In my own case I believe that 5 years would be all 
right for me. But some man that is making payments on his farm, 
would need to take off more profit to make payments on his land, and 
he would need that extended over a longer period of time. 

Mr. Mutrer. On your 150 acres on which vou spend the $7,000 
for fertilizer, assuming a good crop and good market, what would 
that gross you? 

Mr. Wiarieip. | should double my yield on that. For instance, 
for this $7,000, for 750 acres, | am putting enough fertilizer on that 
land to produce in an average year, a hundred bushels of corn per 
acre, and I will have a good third of this fertilizer left in the land to 
carry over to next vear. 

Mr. Hays. Let me ask you another question, Mr. Wigfield. Sup- 
pose farm prices keep going down, as they have over the past year, 
and especially the accelerated decline that they have had in the past 
few months. Would you want to venture to borrow money under 
such a program in the face of that? 

Mr. Wiarikip. Yes, sir; for the simple reason I have not heard of 
a farm in our community that could raise a hundred bushels of corn 
to the acre, and 60 or 70 bushels of oats to the acres and 4 or 5 tons 
of hay to the acre going broke. 

Mr. Hays. No matter how low prices get? 

Mr. Wiariewp. It is going to be awfully hard to break him. He is 
going to stay longer than anybody, and under this heavy fertilization 
program we have started in our county and State—it is not an experi- 
ment. We are doing it. 

Now I am not the only one in our community who is producing corn 
that is making a hundred bushels to the acre on land that ordinarily 
has not been producing over 35 to 50. 

Mr. Hays. How much fertilizer do you use to the acre? 

Mr. WiarieLp. We go by a soil test on that. We send it ig to our 
county agent. 

Mr. Hays. Whatever it indicates? 
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Mr. Wicrie_p. Whatever it indicates. Now this land that [am 
renovating this year, | put 1,000 pounds of rock phosphate in it, 800 
pounds of 1620-0, and I put in 200 pounds of 12-12-12. 

I believe that is all | have to say. T just wanted to bring out the 
point that it costs a tremendous amount of money to work under 
these programs. 

Mr. Mumma. You rotate your crops? 

Mr. Wicrieip. Yes. 

Mr. Mumma. You do not put corn on twice? 

Mr. Wicrieip. Well, there is an argument in our community now 
as to whether that can be done. 

Now I may sound just a little radical on this. 

Mr. Mumma. Optimistic, maybe. 

Mr. Wierrecp. Cal! it what vou like, but I believe that under a 
heavy fertilization program, that you can raise hundred-bushel corn 
vear after year on land that won't erode. But | cannot do that in my 
program. I have roiling land, and I will have to take a corn crop off 
and then reseed for several vears, and then when I need te renovate 
my pasture, plow it, and take another heavy corn crop off and reseed. 

Mr. Mumma. Well, that is rotation, to get some organic matter. 

Mr. Wicrreip. Weil, ves. I have raised over a hundred bushels 
of corn. And vou put a lot of organic matter back in that way. 

Mr. Tatis. Thank you, Mr. Wigfield. 

I may say as acting chairman, that if there is objection to our 
sitting, we must stop, because under the Rules of the House, we are 
not permitted to proceed while the House is in session. 

However, if there are no objections, we might hear another witness. 
What do you think, Mr. Cole? 

Mr. Corr. 1 would be grateful if the committee would hear at 
least two more. I do not believe their testimony will be long. 

Mr. Frank Woolley of the Farm Bureau Federation, if the com- 
mittee would hear him, I do not believe the testimony of the other 
two would be very long. 

Mr. TALE (presiding). Well, Congressman Cole, these gentlemen 
have come a long way, and personally, I should like to have them have 
an opportunity to testify. I am sure Mr. Woolley would not mind 
waiting, because he is located in Washington. 

So without objection, we will proceed to hear Mr. Hoerr, farmer, 
president of the Livingston County Farm Bureau. 

Mr. Hoerr. Mr. Chairman, members of the committee, [ am 
Lewis Hoerr, farmer of Livingston County, and | happen to be the 
president of the Livingston County Farm Bureau. 

About the only information that I] want to add to that of the wit- 
nesses that have already appeared is that as president of the Livingston 
County Farm Bureau, we have fully enforced this bill. 

We held a meeting and drew up a resolution, recommending that the 
State farm bureau endorse the resolution and send it into the State. 
We see a great help for our county if this bill could be passed in the 
House. 

Now, if there are any questions that I could answer in any way, I 
will be glad to answer them. 

Mr. Tauve (presiding). Thank you, Mr. Hoerr, for vour testimony. 
We will hear Mr. Llovd Turner, businessman, Chillicothe, Mo. 
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STATEMENT OF LLOYD TURNER, BUSINESSMAN, 
CHILLICOTHE, MO. 


Mr. Turner. Mr. Chairman, members of the committee, I am a 
businessman of Chillicothe, and I would like to bring out the fact that 
1 was a former extension agent in Missouri, and that I have had a little 
experience in the use of fertilizer, only in the State of Missouri, | 
might add. 

There were several points brought up at this hearing that I would 
like to further clarify. One of them was brought out by this gentle- 
man, | believe, on the use of chemical fertilizer, and why it should be 
short-term credit. 

In Missouri, as was brought out, we use what are called the primary 
elements—nitrogen, phosphate, and potash—-and your lime, and in 
Missouri the cheapest means of phosphate that we can get is rock 
phosphate, which is recognized by our State university as being one 
that will take about 8 vears to get the benefit from it. 

So actually, though we talk of chemical fertilizer, you do not get the 
immediate response from all of it within a given year, although there 
are fertilizers that are manufactured by fertilizer industries that are 
immediately available, and are not all used by the erop in any one 
given year. 

It was also brought out what size farm would support a loan of 
$3,000, and in our business of selling plant food, we have made it a 
practice of testing soil and selling fertilizer on the basis of these soil 
tests, and in our county we base everything on a bushel of corn yield, 
because that is the best means we have for figuring the return from 
that land. 

The county average of corn yield is about 30 bushels per acre, and 
last year we ran an experiment in our own business, on 1060 farms 
where the fertility of soil was brought up to the proper level on 
the basis of soil tests, and all of them yielded over 100 bushels of corn 
to the acre, which as you know is a 70-bushel increase, and in our 
county last vear that was worth $1.50 a bushel which figures roughly 
$105 increase per acre on that land. 

Being a businessman, we get the feeling of the farm group as to the 
need of this type of credit, and it is quite often brought to our attention 
in our business that the people do want the use of the fertilizer, and 
are quite anxious to use it. 

They recognize its value, but as yet they have no satisfactory means 
of acquiring the credit to purchase that material. 

we were sufficiently financed in our own business we would 
probably be glad to carry them ourselves, because we know that it is 
a sound investment, and would be glad to do that. However, we are 
not financed sufficiently to do that, so there is a great need for some 
type of credit that will help the farmer help himself, and it seems to 
me that all we are trying to do here is to put business on a seif-sustain- 
ing basis, put it back on an individual basis. 

Those were some points that I wanted to clarify, and there were 
some other things that I could have brought out but I know that your 
time is running short, and that is all I would like to bring out unless 
there are some questions, Mr. Chairman. 

Mr. Tauie. Thank you, Mr. Turner. 

Now we will proceed to hear Mr. Frank Woolley, legislative counsel, 
American Farm Bureau Federation. 
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STATEMENT OF FRANK WOOLLEY, LEGISLATIVE COUNCIL, AMER- 
ICAN FARM BUREAU FEDERATION, WASHINGTON, D. C. 


Mr. Woou.ey. Thank you, Mr. Chairman. 

My comments will be very, very brief. The American Farm 
Bureau Federation met, in its annual meeting in Seattle, this last 
December and the policies that the voting delegates passed at that 
meeting on this subject read as follows—and I am going to read this 
into the record because I think it is very important that you have 
this much background: 


The maintenance and improvement of our soil, water and forest resources, 
through proper use, must be an integral part of any permanent farm program. 

This is of vital importance not only to agriculture but also to the entire Nation. 

However, the ultimate responsibility for wise soil management rests with those 
who farm the land. 

Farmers everywhere have a growing realization of their responsibility for the 
protection of our soil and water resources. 

The encouragement of wise farming practices through education and demon- 
stration is a sound public investment. As provided in our resolution on eco- 
nomic policies, it is our firm conviction that a reduction in Federal expenditures 
for less essential Government activities is imperative to prevent inflation and 
preserve our free enterprise system, 

Agriculture should bear its fair share of such reductions. The necessity for 
essential research and service activities, makes an across-the-board reduction 
impractical, and necessitates a relatively heavy reduction in direct payments to 
farmers. 

Appropriated funds for the agricultural conservation program should be allo- 
cated on the basis of conservation needs. Payments for practices which have 
become a normal and accepted part of farming operations in the area in which a 
farm is located should be discontinued. 

Payments due individuals should not be increased after practices have been 
performed, as has sometimes been done to use up available funds. 

Unused funds should be returned to the Treasury without penalty to the county 
in the next vear’s allocations. 

We urge that the American Farm Bureau Federation board of directors give 
careful study to the possibility of substituting a program of long-term low-interest- 
rate loans for the present ACP payment program. 

This study should inelude the possibility of reducing, or postponing, the loan 
repayments that fall due in years of low farm prices. 


Now that last paragraph that I read to you was with respect to 
the resolution, and is in the form of a recommendation by the voting 
delegates to the board of directors, that they study this question. 

There has not been an opportunity for us to go through the usual 
procedure in the Farm Bureau, of digging into the facts, presenting 
them to the various States, and then coming back together and pass- 
ing a resolution which specifically deals with the proposal at hand. 

, ema we think that this bill, H. R. 3065, the philosophy behind 
it, falls within the resolutions passed and is something that should be 
fostered. 

However, we cannot, under existing circumstances, recommend 
H. R. 3065, because it is in the form of a final action, and does not 
constitute action upon the basis of a study. In other words, all we 
are authorized to do at this time is to study this problem. 

But we do think it is sound to get long-term credit for soil-conser- 
vation purposes, on a low interest rate. 

We believe it is sound to get it decentralized. We believe it is 
sound to have it done by an individual, on his own farm, with his 
local banker, and if something can be worked out along that line we 
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would certainly like to be helpful in doing it. Thank you very 
kindly. 

The Cuatrman. Thank you, Mr. Woolley. Are there questions? 

Mr. Tavie. Mr. Chairman, I have enjoyed listening to all the 
witnesses, and J refrained from asking questions because | thought 
other members should have the opportunity. 

I am interested in what you say, Mr. Woolley, about ACP pay- 
ments, as against this plan, and I should like to ask Mr. Simmer, 
since he is still in the room, whether he believes that the proposed 
loans would be self-liquidating. 

Mr. Simmer. I certainly do. Judging by the experience we have 
had with the urban loans, under this act, under this program. We 
have about $24,000 in a reserve, from the urban loans, and the farm 
building loans, which we would have to start with, and we have never 
drawn a cent from it. Of course, that is in a period of a little over 
2% years, since we started. 

e would like to have it come under this act so that we could 
have the advantage of that reserve that we now have built up. That 
was the reason we asked to come in. 

I want to say to you, gentlemen, that we appreciate the courtesy 
you have shown us. We kind of took the bull by the horns, here, 
and came a long way. We did not know whether we would get 
kicked out, thrown out, or what. 

But we knew you could not do any more than that, and our 
Congressman, Bill Cole, has been wonderful to us and you gentlemen 
have, too, and I want to tell you that we certainly thank you for the 
courtesy you have given us and hope you can give the matter serious 
consideration. 

Mr. Tauve. | have one other question. 

Do you believe that it is the general opinion in your community 
that the ACP payments could be cut down and a plan of this sort 
introduced in lieu of them? 

Mr. Simmer. If you would give them something that we bankers 
could help them, they would every one be glad to forget it, except in 
a few exceptions. 

I called a meeting—before we submitted this to you we would submit 
it to our farmers. 

We got the idea we would like to have this type of loan. So, I said 
to my farm representative, ‘“Let’s call a meeting of the farmers in all 
sections of the county and have them come in.”’ 

So, we put on a dinner for them. We had 125 of them. Unani- 
mously, outside of some of the boys that were there representing the 
farm organizations, the petition was signed. 

Then we called a further meeting, and we had 400 present, with the 
same result. 

Frankly, I may say that the ACP payments were not submitted to 
them directly, except by general conversation, because we do not want 
to fight any program. We have a definite thing we want done, and 
we do not want to go into any other group's field and say ‘‘It is wrong.” 

But we believe that the farmers would rather have this than a 
dribble, which the other is. 

Mr. Tauie. Thank you, Mr. Chairman. 

Mr. Summer. I think our farm member here, Mr. Wigfield, can 
answer that and so can Mr. Hare. 
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Mr. Wiarietp. Gentlemen, this year they approved me on 1,350 
acres, for a payment of $175. Last year I received about a similar 
amount. And the year before, I received a payment of $90, and that 
is strictly “‘peanuts” according to what we need. 

Mr. Coir. Mr. Chairman, may I have one more witness that has 
asked to testify since I furnished the committee with the schedule. 
He is Mr. Baker, who represents the Farmers Union. 

The Cuairman. Mr. Baker, we are glad to have you here. Please 
be as brief as you ean. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Baker. Thank you, Mr. Chairman. I am assistant to the 
president, National Farmers Union. I would like to add just a few 
comments to what has already been said. 

The Farmers Union has not had an opportunity to thoroughly 
study this bill and to arrive at a specific position with respect to it. 
However, as Mr. Simmer has already pointed out, the philosophy 
behind this bill, and the main objective of the bill, is very definitely 
in line with the thinking of the Farmers Union and the Farmers 
Union ideas on credit and conservation over many, Many years. 

Our national officials and State officials have been calling for a 
credit program of this type for quite a good number of years now, 
so that the introduction of this bill is, in a way, a fulfillment of one 
of our hopes. 

There is a great need, our folks feel, for this particular type of 
credit, for intermediate-term, somewhat low-interest-rate loans, to 
enable farmers and farm families to shift over from permanent-tvpe 
farming systems. And, as has already been very well brought out, 
the credit facilities to do that are almost totally lacking at this time. 

I find myself greatly in accord with nearly all of the statements 
made by the witnesses here this morning, with some exceptions. 1 
want to reiterate what they have said as to the importance, which no 
one denies, of soil conservation to the national welfare; to the need 
for getting, as soon as we can, on to an abundant and permanent-type 
of agriculture. 

There are about 9 million people who don’t live on farms that are 
engaged tn their everyday work in the processing and distributing of 
agricultural products. They, too, are directly interested in improv- 
ing the productivity and permanent productivity of the land. 

There are another 6 million people, workers, employed in this coun- 
try, who are employed in producing, distributing, marketing, and 
merchandising the manufactured commodities that farmers buy for 
production purposes or for family living. They, too, have a direct 
interest in the success of our movement toward permanently pro- 
ductive acriculture. 

Those groups, in addition to the 10 million full-time workers on 
farms, are directly concerned with this thing. 

As all of vou are already familiar with the fact that the Census 
Bureau expects that within 25 years we will have 40 million more 
people in this country to feed in addition to those we now have, there 
it means that there will be an additional plate on each table. There 
is not much new land to bring into produce that extra 20 percent of 
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food. It means we have to fill that fifth plate the way the gentleman 
explained who was increasing the cornmeal on his farm. It means we 
have to develop better farming systems. 

To do that, as has already been brought out, requires the invest- 
ment of considerable sums of money. Naturally, | don’t have a 
good guess as to what that totel figure would be, but I am sure it 
would be a tremendous total figure. 

Now, a very large part of that investment can be repaid out of 
increased income, coming directly out of the soil and land improve- 
ments made, if it is a form of credit tailored to the need and income 
possibilities of the different tvpes of conservation additions. 

We look on this credit program, if it is established, not as a substi- 
tute for the agricultural conservation practices program but as a 
very necessary supplement to whatever ACP program and_ soil- 
district conservation programs can be continued. 

In other words, this is needed in addition to the rather small ACP 
program we have now, and the very excellent planning and service 
performed by Soil Conservation Service. It fits in together and 
would implement in a very strong way the attainment of the aims of 
ACP and SCS. 

1 don’t have the exact figures with me, but [ think it would be 
borne out that at the present rate of adoption of farm-improvement 
practices we can look forward to arriving at a permanently productive 
agriculture in this country in about 120 vears. [ doubt if the world 
situation and the national eutlook for what our pepulation is going 
to be, only 20 or 25 vears from now, will permit us to allow this 
present very slow rate to continue. | think we have to speed it up, 
And I think one of the most important and valuable wavs of speeding 
it up is to get into operation on an agricultural conservation program 
of the type provided in this bill. 

Thank you very much, Mr. Chairman. 

The Cuairman. Thank you, Mr. Baker. 

Are there any questions of Mr. Baker? 

Mr. Mena. Is there a surplus of food produced in our country 
today, and what would you estimate it to be? 

Mr. Baker. No, sir; there is not a surplus of food produced in this 
country. There is far from being a surplus of food produced in the 
world. 

Mr. Mrama. Why does Commodity Credit Corporation have to 
buy up stuff if there isn’t an overproduction? 

Mr. Baker. Those are what we might call temporary surpluses. 

Mr. Mumma. Well, we have had some 3 years old; haven’t we? 

Mr. Baker. We might have some that are that old, but the record 
shows that it has been very desirable, at several different times, in 
the imzxcdiate past history of the country, that food and food reserves 
were in Commodity Credit inventories. 

Mr. Mrama. Well, at the time they killed the pigs there may have 
been. There is an overproduction of milk; isn’t there? 

Mr. Baker. I would say no. 

Mr. Mumma. Doesn’t it reflect in the dairy products? 

Mr. Baker. No. 

Mr. Mumna. They are hollering about it if there isn’t. 

Mr. Stuuer. I would like to answer that remark relative to the 
time we killed the pigs. It wasn’t because we were overproduced, 
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but because we didn’t have the earnings in the country for the people 
to buy the food. 

Mr. Mumma. Sort of a whirligig; isn’t it? 

Mr. Simmer. If we could keep up our national economy and pur- 
chasing power, we are not overproduced today. 

gn Mumma. It is the question of which came first, the chicken or 
the egg. 

2 Actually, looking forward to an extra 40 million folks 
to be fed and clothed, and knowing the fact that living standards, 
particularly dietary standards, in the world, are worse now than before 
World War II, despite a considerable production efficiency increase, 
because of increase in population. 

Mr. Mumma. Do you mean people don’t eat bread any more, and 
that kind of stuff, or that there isn’t enough to eat? 

Mr. Stuer. I think you need not worry about a condition of 
chronic overproduction. Now, in order, in any given year, to be 
sure that you produce enough to fill the demands for that year, you 
can’t afford to take the chance on trying to hit it exactly, because 
you can’t predict when a flood or drought is going to come. So, you 
may in any particular year get a temporary surplus. 

Mr. Mumma. From what source do you think the sales of oleo- 
margarine have detracted? 

Mr. Summer. From what source? 

Mr. Mumma. Yes, sir; milk, and dairy products; isn’t that correct? 

Mr. Simmer. No; the sales of oleomargarine are, as I see the thing, 
entirely apart from the question of whether or not we have a surplus. 
production of milk. 

Mr. Simmer. Congressman, didn’t our Government permit millions 
of pounds of powdered milk to come into this country, from which 
butter was made? 

Mr. Mumma. I wouldn’t know of that. My impression was that 
Minnesota and Wisconsin have a very tremendous overproduction. 
You hear every vear about cutting out the Italian cheese. If our 
people were to sell all the cheese they could make, it wouldn’t be a 
problem. Even ice cream—you can buy ice cream made out of 
soybeans. That is cutting it pretty bad. 

Mr. Simmer. Even in our own area. This gentleman said there 
wasn’t a surplus of milk. I happened to know that in our community 
there is at this time. Our creameries from Kansas City have gone 
into Wisconsin and contracted for 7,000 gallons of milk a day, and 
they are having a terrific time, now, to get rid of that. 

So, as this witness says, there are times when you have that condi- 
tion, but is that any reason for 

Mr. Mumma. I am just taking exception to the statement that we 
need so much agricultural production right now. 

Mr. Simmer. Well, suppose we have lowering farm prices. If that 
farmer can be put in a position of producing more food than he does 
now, more of his products, he is better off than if he has to take the 
lower price and only be able to produce the same amount of food that 
he has been producing in the past. There is that angle to look at, 
from the standpoint of the farmer. 

Mr. Baker. Mr. Chairman, I might say, with respect to another 
question that came up with a previous witness, we haven’t had a 
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chance to study whether it would be more desirable for this new 
agricultural conservation program to be an amendment to Federal 
“housing or an amendment to the Farmers’ Home Administration Act 
of 1946, and be administered in connection with the insured program 
of the Farmers’ Home Administration. . 

Mr. Stamer. May I say, in answer to that, as far as we are con- 
cerned, we do not care where it comes from, just so we get it: so that 
a farmer can deal with the bank or have the opportunity to deal with 
his bank. 

We don’t care where it comes from We didn’t know how to start: 
so we put it im here. We didn't know what else to do. 

You are letting us go out there and build his barn for him now, and 
we couldn’t see why it wouldn't be just as well to let us fix his soil so 
he could support that house and milkhouse we built for him 

Mr. Baker. The important point is, we have got to stop, as soon 
as we can, the present trends, by which we are taking more soil 
nutrients and more top soil off the farms of the United States than is 
bemg put back every vear. 

Mr. Simmer. That is right. 

Mr. Baker. That is the key thing we are talking about. If the 
farmers have a source of eredit to do the things that they know how 
to do to stop that depletion, they can get enough added income to 
repay loans. 

If the public interest, then, is sufficient to provide a small token, 
agricultural conservation practices financial aid, plus insurance on 
these loans, which I think will be paid 100 percent, we can get on to a 
permanently productive basis, agriculturally, without it costing any- 
body very much money. It will be self-liquidating. 

The CHarrman. Thank vou very much, Mr. Baker. We are very 
grateful to you, Mr. Cole. 

Mr. Cote. Mr. Chairman, I have just one additional short state- 
ment to make. 

I would like to again urge the committee to consider only section 1 
of the bill. That is to consider only down to line 8 on page 2, it being 
our primary purpose and intention to give this proposition a trial, and 
we are willing to do that within the limits already in the law— that is, 
within the $3,000 limit, and within the loan authorization that is now 
available. 

As Mr. Hays said, probably there will be some bankers that will not 
readily take on this type of loan. Consequently, I think that the 
present limits are sufficient to carry over for maybe a year or two, 
which will be long enough to get the program started, and get the bank- 
ers educated. 1 don’t believe it will be necessary to educate the 
farmer. I believe if the proposition is put up to the farmer, that he 
will readily take advantage of the opportunity to stand on his 
own two feet, instead of looking to some Government ageney for a 
handout. 

That is all I have to say. Again let me express my deep apprecia- 
tion to the committee for granting us their valuable time. 

The Cuarmman. We are grateful to you, Mr. Cole, for having devel- 
oped this matter for the committee, and we are also very pleased that 
you brought with you these representatives and constituents from 
your State. 
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I think that you have done much in crystallizing our thinking along 
this line, and we are very pleased. 

If there is nothing further, we will adjourn, to meet tomorrow morn- 
ing at 10:30 in executive session on this bill, and we will decide then 
what we will do with respect to further hearings, if we do not decide to 
offer this as a committee amendment to House Joint Resolution 160. 

The committee will adjourn. 

(Whereupon at 12:45 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., Wednesday, February 25, in executive session, on 
H. R. 3065.) 
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